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[No. 87] 
MMITTEE HEARING ON H. R. 9340 AND H. R. 9005 


House or REPRESENTATIVES, 
SuscomMitree No. 1 oF THE 
CoMMITTEE ON ARMED SERVICES, 

Washington, D. C., Wednesday, June 2, 1954. 

The subcommittee met at 10 a. m., Hon. Paul W. Shafer (chairman 
of the subcommittee) presiding. 

Mr. Suarer. The first of these two bills is H. R, 9340, introduced 
by Mr. Bennett of this committee. This bill would authorized the 
conveyance of federally owned lands within Camp Blanding, Fla., to 
the Armory Board of the State of Florida. 

This bill was passed by the House last February. The Senate 
amended it so as to insure that the land conveyed to the State would 
be used only for military purposes. 

One further amendment made by the Senate committee would 
require the Secretary of the Army to come into agreement with the 
Senate and the House Armed Services Committees with respect to 
the plan whereby revenues received by the State from outleasing shall 
be expended for the management and natural resources at Blanding 
and for other allied purposes. 

This coming into agreement provision was objectionable to the 
President and he vetoed the bill. H. R. 9340, introduced by Mr. 
Bennett subsequent to the veto message, does not contain the language 
which was objectionable to the President and in view of its recent 
passage, I would not imagine that there is any reason why this bill 
should not be reported favorably to the full committee—and without 
objection, the bill is so reported. 

r. Bennetr. Thank you, Mr. Chairman. 
(Whereupon the committee proceeded to further business.) 


UB 


JUN 2 ln 


1954 
LAW LIBRARY 


H. R. 9005 


Mr. Suarer. The next bill is H. R. 9005, a bill to continue the 
effectiveness of the act of July 17, 1953. 

This bill would provide during the emergency proclaimed by the 
President on December 16, 1950, and for 6 months thereafter, author- 
ity for the secretaries of the military departments to acquire, con- 
struct, expand, convert, and otherwise develop privately owned or 

ublicly owned industrial-type plants and to establish a mobilization 
vase through the acquisition and stockpiling of machine tools. 

The committee members will recall that last June we reported out a 
bill providing this same authority. It became Public Law 130, 83d 
Congress. It will, then, expire on July 1, 1954, unless we continue 
this important authority. 

Authority similar to this has been in existence since 1940 and was 
the underlying authority for the use of expediting production funds. 
It was under this authority that most of our aircraft assembly plants, 
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ordnance plants, and other large industrial installations were con- 
structed during the war. It was also the authority for the expansion 
of many private plants used in the manufacture of ammunition and_ 
other instruments of war. 

We are all familiar with this authority and I believe there is no™ 
doubt as to its necessity during emergency periods. There are wit-- 
nesses present who can testify further on this matter. However, in. 
view of the testimony taken so recently in which this whole matter_ 
was covered in great detail, I will entertain a motion for reporting this 
bill to the full committee without further ado. ~ ere 

Mr. CunninGuHam. I so move, Mr. Chairman. 

Mr. Vinson. I second the motion, Mr. Chairman. - . 

Mr. Suarer. It has been moved and seconded that the bill be re- 
ported. All in favor say “Aye.” To the contrary, “No.” 

The bill is reported. 

Mr. Suarer. I wish, however, Mr. Kelleher, that you would insert 
General Medaris’ statement in the record at this point. 

Mr. Yes, sir. 

(The statement is ‘as follows:) 


STATEMENT OF Bric. Gen. J. B. MEDARIS, ORDNANCE Corps, DEPARTMENT OF 
THE Army, oN H. R. 9005, 83p ConGReEss 


Mr. Chairman and members of the committee, my name is J. B. Medaris, 
Ordnance Corps, Department of the Army. 

The Department of Defense appreciates this opportunity to appear before this 
committee and present the views of the Department in behalf of H. R. 9005, a 
bill to continue the effectiveness of the act of July 17, 1953 (67 Stat. 177). 

The legislation would provide continuing statutory authority for the Secretaries 
of the Army, Navy, ped Air Force to expand and maintain productive capacity 
in Government-owned and privately owned plants in order to meet current or 
mobilization military production requirements, with ownership remaining in the 
Government for those facilities placed in privately owned plants. The present 
authority for these purposes is contained in the act of July 17, 1953 (Publie Law 
130, 83d Cong., 67 Stat. 177), which authority expires not later than July 1, 1954. 

In addition to extending the life of this act until 6 months after the termination 
of the national emergency proclaimed by the President on December 16, 1950, or 
until such earlier time as may be specified by concurrent resolution of the Congress, 
H. R. 9005 contains one technical change to Public Law 130. This change would 
recognize by express provision the present implied authority to maintain, store, 
and operate essential defense-production facilities acquired pursuant to laws 
other than those expressly referred to in Public Law 130. The reason for this is 
that there exist certain defense-production facilities which were acquired pursuant 
to other statutes, and which it is deemed necessary to operate, maintain, or store. 
Specifically, facilities have been established or acquired pursuant to title II of the 
act of December 18, 1941 (55 Stat. 839, 50 U.S. C App. 611), the act of August 5, 
1947 (61 Stat, 774), the act of July 2, 1948 (62 Stat. 1225), the act of June 30, 
1949 (63 Stat. 377) as amended by the act of July 12, 1952 (66 Stat. 593), and the 
several appropriation acts containing funds for providing facilities for production 
of equipment and supplies for national-defense purposes. Continuation of the 
authorities granted to the Secretaries by the act of July 17, 1953, is felt to be 
essential to permit the accomplishment of two important aspects of the military 
preparedness program: First, the retention in effective standby of productive 
capacities created prior to and during the Korean conflict; and second, provide 
the necessary authority for the rapid creation or expansion of production facilities 
to meet any situation that might demand the immediate and urgent production 
of military end items. 

Under present conditions the first of these two purposes is of outstanding im- 
portance, to assure the conservation of expensive facilities acquired for urgent 
production purposes, and now intended to be conserved for mobilization reserve 


purposes. 

I would like to take a moment to explain briefly this aspect of the proposed 
legislation. The basic idea is that equipment and facilities suitable for the pro- 
duction of weapons take longer to create and are less subject to obsolescence than 
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the weapons which they produce and that, therefore, we will get more real security 
per defense dollar if we build up a reserve supply of capacity for the production 
of weapons rather than relying on purely an immense physical stockpile of the 
weapons themselves. This is nothing more than recognition of the fact that (1) 
victory in modern war depends as much or more on the industrial strength of a 
country as it does on its existing supply of weapons and the size of its standing 
armies, navies, and air forces and, (2) that we will not be able to fight tomorrow’s 
.wars with today’s weapons, but we will be able to use most of today’s tools to 
build tomorrow’s weapons. 

There are some so-called bottlenecks in our present productive capacity where 
the absence of an adequate supply of certain tools or other production facilities 
would mean that, in the event of all-out war, the huge production potential of 
the other areas of the economy could not be fully utilized, or at least could not 
be fully utilized within the first 2 or 3 years of war, and that delay might be fatal. 
This situation is often referred to as a lack of balance in our M-day capacity fo- 
military production. The mobilization reserve authority contained in the pro- 
posed bill would be used to establish this essential balance and thus eliminate the 
most critical of these production bottlenecks before they have a chance to occur. 

During the early stages of World War II and the Korean conflict, production 
slippage and industrial imbalances, such as machine tool shortages, dramatically 
demonstrated the acute need for a reserve of industrial productive capacity. Atthe 
most critical moments of early mobilization, the availability or nonavailability 
of reserve productive capacity could advance or retard full industrial support o? 
the Armed Forces by as much as 2 or 3 vears. Reserve industrial capacity car 
be established by procuring, in advance of mobilization, the tolls and industrial 
equipment necessary to expand, duplicate, or fill out existing production lines for 

he authority granted by the act of July 17, 1953, to maintain production 
facilities in a standby basis at or near the location planned to be used for produc- 
tion purposes in the event of further emergency will become increasingly important 
as the immediate need for current production decreases. Pursuant to this auth- 
ority, arrangements are being made to assure rapid reactivation of production 
facilities by (1) arranging with the private contractor for storage and/or main- 
tenance of the facilities at or near the plant site, or (2) lease of the facilities in 
place to private contractors in return for the storage, maintenance, preservation, 
and the performance of other services by such contractors with respect to the prop- 
erty leased, or other production facilities not so leased, in lieu of, or in addition 
to, @ monetary rental. Such authority makes it possible to assure that such 
facilities will be available quickly for actual production in the event of a further 
emergency. 

Civilian manpower can be drafted, but it does not become a military asset until 
it is equipped for combat. Similarly, a peacetime production line can be drafted 
but it does not become a war production asset until it is equipped for the produc- 
tion of military requirements. Just as weapons are necessary in transforming 
civilians into soldiers, similarly certain machine tools and inductrial equipment 
are necessary to convert civilian producers to war production. 

To build up and be dependent upon reserve stocks of military materiel is not 
sufficient to effectively insure such readiness due to the evident fact that many 
items of military equipment become obsolete. ‘The problem of storage of adequate 
reserve stocks to meet full mobilization requirements is almost an economic 
impossibility. Therefore, it is essential that a realistic balance be obtained 
between reserve stockpiling of military end items, and the provision and retention 
of the national ability to produce such military materiel. With the advent of 
the Korean conflict, it became necessary to expand the military production cap- 
acity to assure that sufficient quantities of military items could be produced. 
Now that this substantial capacity has been developed to produce military mate- 
riel, it is intended to preserve such capacity to the greatest practicable extent 
through the layaway of integrated plants and production lines. The term “‘lay- 
away’ embraces all activities required to effect the inactivity of production equip- 
ment, its preparation for long-term retention as an effective part of production 
equipment reserves, and its movement to, and placement in long-term storage 
as integrated production lines, or as augmentations of such integrated production 
lines. 

With respect to the provision of authority for the rapid creation or expansion 
of production facilities, the present world situation is similar in many respects to 
that which led to the request of this Department for, and the enactment of, the 
act of July 17, 1953. It is still considered necessary that there be authority to 
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meet requirements for rapid construction or expansion of production facilities, 
needed to alleviate emergency production shortages which may arise under con- 
ditions of urgent requirements for end items for defense purposes. The act of 
July 17, 1953, itself was, to a large extent, a continuation of authority to expedite 
mary production granted by statutes enacted shortly before and during World 
War IT. 

The expiring legislation contains the Department of Defense’s most specific 
authority for plant expansion, often referred to as expediting of production. The 
installation of Government-owned tools and equipment, both in Government- 
owned and privately owned plants producing military items, is typical of such 
expediting action. Of course, title to any such equipment furnished at Govern- 
ment expense remains with the Government. The bill is the continuation, in a 
less broad form, of emergency authority initially enacted in 1940. This original 
legislation, known as the act of July 2, 1940, together with a similar stature 
originally enacted December 17, 1942, were used throughout World War II and 
during the current emergency until they expired July 1, 1953. 

The demands made on industry by military requirements are often of so spec- 
ialized a nature that private plants are not readily adaptable to defense produc- 
tion. Additional facilities are frequently required. Because they have no use 
in their normal peacetime business, for these additional defense facilities, private 
contractors are unable to undertake some of the required expenditures without 
Government assistance of the type authorized in this bill. 

As was stated in connection with the request for enactment of the act of July 17, 
1953, under normal peacetime conditions the construction, conversion, or expan- 
sion of facilities for the production of military items is reduced to a minimum 
and limited to specific items which may be required during such peacetime 
periods. Peacetime authority of the military departments is not sufficiently 
broad to provide facilities that will be needed when an emergency occurs. Nor 
is there any peacetime authority available to the departments for assisting the 
expansion of privately owned productive capacity for an emergency. Expansion 
of both Government-owned and privately owned plants became immediately 
necessary in the emergencies that occurred prior to World War II and with the 
advent of the Korean conflict. 

In the case of construction at military installations, it has been the practice 
periodically to obtain specifie authorizing legislation for known needs. This 
procedure is clearly not feasible in the case of construction or expansion of plants 
needed to alleviate unforeseen shortages in defense production. It is not possible 
to foresee and predict accurately the need for specific authorizing legislation. 
During World War II and the Korean conflict, authority similar to that contained 
in the act of July 17, 1953, proved to be of inestimable value for the rapid expan- 
sion of productive capacity by the construction of Government-owned and 
expansion of privately owned plants. 

Annual defense appropriation acts contain the funds used for these expediting 
actions. Expenditure of these funds has been carefully controlled by the Secre- 
tary of Defense and restricted to the expansion or creation of specialized plants 
or equipment not normally usable or needed for peacetime production, and 
therefore, not a desirable investment for private capital. 

The Department of Defense is requesting the extension of this expediting 
authority, in the form of the present bill, in order to continue a clear legal basis 
for such funds as Congress may appropriate. It is not intended that the granting 
of such legal authority carry with it the approval of any specific funds which may 
be under consideration by the Appropriations Committees. 

Under the existing international situation, the present emergency may become 
acute at any time without warning. In such an eventuality, time would be a 
large and very significant factor in the expansion of urgently needed productive 
capacity. It is believed that continued statutory authority for a rapid expansion 
of productive capacity is important to the timely satisfaction of the needs of the 
military departments for vital supplies. As an example of the past and current 
requirement for the authority contained in this legislation, I may cite the layaway 
program of the Army Ordnance Corps. That program involves some 640 base 
production lines or facilities, and in addition, some 15,000 separate items of pro- 
duction equipment which would be assigned under emergeney conditions to the 
augmentation of production from those base production lines. The 640 ordnance 
basic facilities alone represent a Government investment of some $514 billion, of 
which $1,743 million was allocated to the Ordnance Corps for expediting of 
production during the Korean emergency, and it covered the rehabilitation and 
reactivation of facilities created during World War II and establishment of new 
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production facilities to replace those which were not retained in standby after 
World War II. To lay away these 640 base facilities will involve the expenditure 
of approximately $360 million, plus $140 million annually for storage, protection, 
and maintenance of these standby production facilities. 

During fiscal year 1954 the Army’s layaway program involved an estimated 
obligation of approximately $55 million. Due to continuing rapid deceleration 
of actual production, it is anticipated that the Army’s lavaway program during 
fiscal year 1955 will involve the obligation of as much as $240 million 

This program of effective standby to assure the retention and adequate main- 
tenance of production capacity makes sense from the point of view of national 
security and of obtaining maximum dividends from the taxpayers’ money already 
invested in special tools and facilities needed for military production. Unless 
‘special maintenance and storage provisions can be made to cover the tools and 
facilities which have been temporarily installed in the plants of private contrac- 
tors, the major portion of their defense potential will be lost when the contractor 
completes his defense orders and reconverts to his own normal production. The 
experience after World War II has demonstrated that the removal of the equip- 
ment from the contractor's plant, effectively destroys much of the production 
potential and, therefore, creates a demand for clearly increased physical reserves 
of enditems. To pursue vigorously to a successful conclusion the Army’s standby 
and layaway program, the continuation of the authorities contained in the act 
of July 17, 1953 (Public Law 130, 83d Cong.) is believed to be essential. 

I have cited, briefly, special instances of the Army’s use and requirement for 
the authorities granted by Public Law 130. Representatives of the Navy and 
Air Force are present and will be glad to furnish information with respect to the 
problems of those services in connection with this legislation. 

Thank you very much for the opportunity to be heard on this important subject. 
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